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As management of the Village of Ravenna, we present to the readers of the Village’s financial 
statements this overview and analysis of the financial activities of the Village of Ravenna for the 
fiscal year ended December 31, 2004.  We encourage you to consider the information presented 
in these financial statements along with the additional information that has been furnished in this 
letter.  To those familiar with this prior year financial statements or just new to this document, it 
is important to know that the Village is presenting this analysis along with these statements in a 
new format prescribed by the provisions of the Governmental Accounting Standards Board 
Statement 34 (GASB 34).  
 
FINANCIAL HIGHLIGHTS 

Ø The assets of the Village of Ravenna exceeded its liabilities of $220,225 at the close of 
the fiscal year by $2,281,924 (net assets).  Of this amount, $757,281 (unrestricted net 
assets) may be used to meet the ongoing obligations to citizens and creditors. 

Ø As of the close of the 2004 fiscal year, the Village of Ravenna’s governmental activities 
added $26,741 to net assets and ended this year with $1,143,368.  The business type 
activities added $56,534 to net assets and ended the year with $1,138,556. 

Ø During 2004, the Village purchased a backhoe for $61,950 and a riding mower for 
$9,326.  In addition, the Village paved an alley behind Keefe’s Pharmacy for $12,925. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 

The discussion and analysis is intended to serve as an introduction to the Village’s basic 
financial statements.  The Village of Ravenna's basic financial statements are comprised of three 
components:  1) governmental-wide financial statements, 2) fund financial statements and 
3) notes to the financial statements.  This report also contains other supplementary information in 
addition to the basic financial statements themselves. 

Government-wide Financial Statements 
 
The governmental-wide financial statements are designed to provide the reader with a broad 
overview of the Village’s finances.  These statements are similar to those of a private sector 
business. 

The Statement of Net Assets presents information on all of the Village’s assets and liabilities, 
with the difference between the two reported as net assets.  Over time, increases or decreases in 
net assets may serve as a useful indicator of whether the financial position of the Village is 
improving or deteriorating. 
 
The Statement of Activities presents information showing how the Village’s net assets changed 
during the fiscal year.  All changes in net assets are reported when the event giving rise to the 
change occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses are 
reported in this statement for some items that will only result in cash flows in the future fiscal 
periods. 
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Both of the government-wide financial statements mentioned above distinguish functions of the 
Village that are principally supported by taxes and intergovernmental revenues (governmental 
activities) from other functions that are designed to recover all or a significant part of their costs 
through user fees and charges for services (business type activities).  The governmental activities 
of the Village of Ravenna include general government, public safety, public works and cultural 
and recreational activities.  The business-type activities of the Village include water distribution 
and sewer services. 
 
The government-wide financial statements include not only the Village of Ravenna (the primary 
government) but also the legally separate Downtown Development Authority.  The board of this 
organization is appointed by the Village and given the interrelation of the two, there is some 
potential liability for the Village due to the Village’s pledge of its full faith and credit for debt 
obligations.  The financial information of this component unit is reported in a separate column 
from the financial information of the primary government itself. 
 
Fund Financial Statements.  A fund is a grouping of related accounts that is used to maintain 
control over resources that have been segregated for specific activities or objectives.  The Village 
of Ravenna, like other state and local governments, uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements.  All of the funds of the Village 
can be divided into two categories—governmental funds and proprietary funds. 
 
Governmental Funds.  Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial statements.  
However, unlike the government-wide financial statements, governmental fund financial 
statements focus on current sources and uses of spendable resources, as well as on balances of 
spendable resources available at the end of the fiscal year.  This information may be useful in 
evaluating a governmental entity’s short-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the governmental-wide 
financial statements, it is useful to compare the information presented for governmental funds 
with similar information presented for governmental activities in the government-wide financial 
statements.  By doing so, readers may better understand the long-term impact of the 
government’s short-term financing decisions.  Both the governmental fund balance sheet and the 
governmental fund statement of revenues, expenditures and changes in fund balances provide a 
reconciliation to facilitate this comparison between the two. 
 
The Village of Ravenna maintains three individual governmental funds.  Information is 
presented separately in the governmental fund balance sheet and in the governmental fund 
statement of revenues, expenditures, and changes in fund balances for the General Fund and 
Major Streets Fund, which are considered to be major funds. 
 
Proprietary Funds.  The Village of Ravenna has one type of proprietary fund.  Enterprise funds 
are used to report the same functions presented as business-type activities in the government-
wide financial statements.  The Village uses enterprise funds to account for its water distribution 
and sewer operations.  
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Enterprise funds provide the same type of information as the government-wide financial 
statements, only in more detail. The enterprise funds financial statements provided separate 
information for Water and Sewer funds, both of which are major funds. 
 
Notes to the Financial Statements.  The notes provide additional information that is essential to 
a full understanding of the data provided in the government-wide and fund financial statements.  
The reader is encouraged to include the reading of this section in any attempt to analyze and 
understand these statements. 
 
Other Information.  In addition to the basic financial statements and accompanying notes, this 
report also presents certain required supplementary information concerning the Village’s 
budgetary information as it relates to the actual expenditures for the General Fund and Major 
Streets Fund.  
 
Government-wide Financial Analysis 

The first table presented below is a summary of the government-wide statement of net assets for 
the Village of Ravenna.  As stated earlier, the net assets may be used as an indicator of a 
government’s financial health.  As of December 31, the Village’s net assets from governmental 
activities totaled $1,143,368 (50.1%) and $1,138,556 (49.9%) from business-type activities, 
creating a total government-wide net assets total of $2,281,924.  Since this is the first year the 
Village has prepared financial statements following GASB 34, comparisons to fiscal year 2003 
are not available. 
 
In examining the composition of these net assets, the reader should note that governmental 
activities net assets are invested in capital assets (i.e., infrastructure, buildings, land, vehicles, 
equipment, etc).  These assets are used to provide services to the Village’s residents, and they are 
not available to pay salaries, operational expenses or fund capital projects.  The unrestricted net 
assets for governmental-type activities are $211,979.  This represents the amount of discretionary 
cash or investments that can be used for general governmental operations. 
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TABLE 1 
Village of Ravenna Net Assets 

 

   Governmental  Business-type   
   Activities  Activities   
   2004  2004  Total 
Assets       
 Current  $ 514,570 $ 326,218 $ 840,788 
 Capital assets  705,459  955,902  1,661,361 
 Total  1,220,029  1,282,120  2,502,149 
        
Liabilities       
Current  76,661  44,846  121,507 
Noncurrent  -  98,718  98,718 
 Total  76,661  143,564  220,225 
        
Net assets       
Capital, net of debt  705,459  819,184  1,524,643 
Restricted for streets  225,930  -  225,930 
Unrestricted  211,979  319,372  531,351 
 Total net assets $ 1,143,368 $ 1,138,556 $ 2,281,924 
        

 
Governmental Activities 

Governmental activities increased by $26,741, accounting for 32% of the total growth in net assets.  
Table 2 depicts this occurrence which will be discussed in more detail later in this analysis. 
 
Business-type activities 

At the end of the fiscal year, the net assets for business-type activities increased by $56,534 or 
67% of the total growth in net assets.  The water and sewer funds comprise the business-type 
activities. 
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TABLE 2 
Village of Ravenna Change in Net Assets 

 
   Governmental  Business-type   
   Activities  Activities   

  2004  2004  Total 
Revenues:       
Program revenues       
 Charge for services $ 105,438 $ 298,030 $ 403,468 
 Operating grants  121,185  -  121,185 
General revenues       
 Property taxes  202,608  -  202,608 
 State shared revenues  98,196  -  98,196 
 Unrestricted investment  

     earnings 
  

1,942 
  

2,324 
  

4,266 
 Miscellaneous  20,243  11,717  31,960 
 Loss on sale of assets  (3,865)  -  (3,865) 
Total revenues  545,747  312,071  857,818 
        
Expenses:       
 General government  58,433  -  58,433 
 Public safety  66,313  -  66,313 
 Public works  349,670  -  349,670 
 Culture and recreation  44,590  -  44,590 
 Sewer Fund  -  129,119  129,119 
 Water Fund  -  126,418  126,418 
Total expenses  519,006  255,537  774,543 
Increase in net assets  26,741  56,534  83,275 
Net assets - January 1, 2004  1,116,627  1,082,022  2,198,649 
Net assets - December 31,  
       2004 

 
$ 

 
1,143,368 

 
$ 

 
1,138,556 

 
$ 

 
2,281,924 

        
 
Financial Analysis of the Government’s Funds 

As stated earlier in this discussion and analysis, the Village of Ravenna uses fund accounting to 
ensure and demonstrate compliance with finance-related legal requirements. 
 
Governmental Funds.  The focus of the Village’s governmental funds is to provide information 
on near-term inflows, outflows, and balances in spendable resources.  Such information is useful 
in assessing the Village’s financing requirements.  In particular, unreserved fund balances or the 
lack thereof, may serve as a useful measure of a government’s net resources available for 
spending at the end of the fiscal year. 
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At the end of the 2004 fiscal year, the governmental funds reported a combined fund balance of 
$437,909.  Of this number $437,198 represents the unreserved fund balance, comprised of 
$210,361 in the General Fund, $196,417 in the Major Streets Fund and $29,513 in the Local 
Streets Fund.  It is necessary to further distinguish between the unreserved and reserved fund 
balance.  The unreserved balance represents what is available for spending at the Village’s 
discretion.  The remainder of the fund balance of $1,618 is reserved to indicate that it is not 
available for new spending because it has already been committed to enforcement activities. 
 
Proprietary Funds 

The Village proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail.  The unrestricted net assets of the Sewer Fund at 
the end of the year decreased by $4,268.  The water fund increased by $60,802.  The result was 
an overall net increase in the proprietary funds of $56,534. 
 
General Fund Budget 

One budget amendment was made to the original budget during the year.  General Fund 
expenditures were increased in capital outlay for the purchase of a riding mower and for a down 
payment on a backhoe. 
 
Capital Assets Administration 

The Village’s investment in capital assets for its governmental and business-type activities as of 
December 31, 2004 totaled $1,661,361 (net of accumulated depreciation).  This investment in 
capital assets includes land, buildings, infrastructure, improvements, machinery, equipment and 
vehicles.   
 
Major capital asset events during the current fiscal year included the purchase of a riding mower, 
backhoe and the paving of an alley.
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TABLE 3 

Village of Ravenna Capital Assets 
(Net of Accumulated Depreciation) 

 
   Governmental  Business-type   
   Activities  Activities   
   2004  2004  Total 

        

Land  $ 15,000 $ 32,963 $ 47,963 
Infrastructure   507,705  -  507,705 
Land improvement   23,169  -  23,169 
Buildings and improvements   41,944  -  41,944 
Furniture and equipment   100,578  -  100,578 
Vehicles   17,063  -  17,063 
Machinery and equipment   -  27,004  27,004 
Plants and infrastructure   -  895,935  895,935 
 Total  $ 705,459 $ 955,902 $ 1,661,361 

        
 
Long-Term Debt 
 
At the end of the 2004 fiscal year, the Village of Ravenna had total outstanding debt of $136,718 
consisting of a general obligation bond and revenue bonds.  The debt is backed by the full-faith 
and credit of the Village.  Approximately $134,000 or (98%) of the Village’s outstanding debt 
represented in the table below is recorded as revenue bonds.  The payment of this debt service is 
anticipated through the revenues generated from the water and sewer services in the enterprise 
funds.  
 

TABLE 4 
Village of Ravenna Outstanding Debt 

   Business-type 
   Activities 
   2004 
    
General obligation bonds $ 2,718 
Revenue bonds  134,000 
Total $ 136,718 

 
The Village’s total debt decreased by $78,445 during the fiscal year.  This reduction was due to 
normal debt payoffs as provided for in the fiscal year 2004 budget. 
 
Additional information on the Village of Ravenna’s long-term debt can be found in Note F of the 
notes to the financial statements, beginning on page 12. 
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General Economic Overview 

The General Fund is comprised of two major revenue sources, state revenue sharing and property 
tax revenue.  Those two sources comprised over 68% of the General Fund revenue sources.  In 
2005, state revenue sharing is expected to decline. 
 
The Village Council and staff have budgeted for 2005 the paving of Blackmer Road ($154,000), 
the purchase of a plow/dump truck ($12,000) and irrigation for Conklin Park ($5,000). 
 
 
Requests for Information 

This financial report is designed to provide a general overview of the Village of Ravenna’s 
finances.  Questions concerning any of the information provided in this report or requests for 
additional information should be addressed to the Village of Ravenna, 12090 Crockery Creek 
Drive, Ravenna, Michigan, 49451, (231) 853-2360. 



BRICKLEY DELONG 
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INDEPENDENT AUDITORS’ REPORT 
May 12, 2005 
 
 
To the Honorable President and  
 Members of the Village Council 
Village of Ravenna 
Ravenna, Michigan 
 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component unit, each major fund, and the aggregate remaining fund 
information of the Village of Ravenna as of and for the year ended December 31, 2004, which collectively 
comprise the Village's financial statements as listed in the table of contents.  These financial statements are the 
responsibility of the Village of Ravenna's management.  Our responsibility is to express opinions on these 
financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial and its contained in Governmental Auditing Standards, issued by the 
Comptroller General of the United States.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit 
also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for 
our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, the business-type activities, the aggregate discretely presented 
component unit, each major fund, and the aggregate remaining fund information of the Village of Ravenna, as of 
December 31, 2004, and the respective changes in financial position and cash flows, where applicable, thereof for 
the year then ended in conformity with accounting principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards we have also issued our report dated May 12, 2005, on our 
consideration of the Village of Ravenna's internal control over financial reporting and our tests of its compliance 
with certain provisions of laws, regulations contracts and grants.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this report 
in considering the results of our audit. 
 
As described in Note A, the Village of Ravenna has implemented a new financial reporting model, as required by 
the provisions of GASB Statement No. 34, Basic Financial Statements—and Management’s Discussion and 
Analysis—for State and Local Governments, as of December 31, 2004. 
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The management's discussion and analysis and budgetary comparison information on pages i through viii and 26 
and 27 are not a required part of the basic financial statement but are supplemental information required by 
accounting principles generally accepted in the United States of America.  We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the supplemental information.  However, we did not audit the information and express no opinion 
on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Village of Ravenna’s basic financial statements.  The combining nonmajor governmental funds 
financial statements are presented for purposes of additional analysis and are not a required part of the basic 
financial statements.  The combining nonmajor funds financial statements have been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material 
respects in relation to the basic financial statements taken as a whole.   
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NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 The financial statements of the Village of Ravenna (Village) have been prepared in conformity with 
accounting principles generally accepted in the United States of America (GAAP) as applied to government 
units.  The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The more significant of the Village's 
accounting policies are described below. 
 
Effective January 1, 2004, the Village and its component unit adopted GASB Statement No. 34, Basic 
Financial Statements – and Management’s Discussion and Analysis – for State and Local 
Governments, as amended by GASB Statement No. 37 and No. 38.  These statements primarily 
establish standards for external financial reporting for state and local governments.  Certain 
significant changes in these statements include the following: 
 

• A Management Discussion and Analysis (MD&A) section providing an analysis of the 
Village’s overall financial position and results of operations. 

• Government-wide financial statements prepared using full accrual accounting for all of the 
Village’s activities. 

• A change in the fund financial statements to focus on the major funds. 

• Expansion of footnote disclosures. 

• These and other changes are reflected in the accompanying financial statements, including 
notes to financial statements. 

 
 The beginning net assets restated for the effects of implementation of GASB Statement No. 34 are as follows: 
 
      Village 
       governmental 
         activities   

  Fund balances at January 1, 2004—governmental funds    $ 409,190 
  Capital assets, net        707,437 

  Restated net assets at January 1, 2004     $ 1,116,627 
 
 1. Reporting Entity 
 
 The Village of Ravenna (Village) is a municipal corporation governed by an elected five-member Village 

Council and is administered by a Village manager appointed by the Village Council.  The accompanying 
financial statements present the government and its component unit, an entity for which the government is 
considered to be financially accountable.  The discretely presented component unit is reported in a separate 
column in the government-wide financial statements (see note below for description) to emphasize that it is 
legally separate from the government. 

 
  Discretely presented component units 

 The discretely presented component unit is reported in a separate column in the combined 
financial statements to emphasize that it is legally separate from the primary government.  The 
discretely presented component unit has a December 31 fiscal year end.  The discretely presented 
component unit is a Downtown Development Authority (DDA).  The DDA board is appointed by 
the Village Council, but the Authority operates as a separate entity.  The board can authorize and 
issue debt independent from the Village.  The component unit is presented as a governmental 
fund type. 
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NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued 
 
 2. Government-Wide and Fund Financial Statements 
 
 The government-wide financial statements (i.e., the statement of net assets and the statement of changes in net 

assets) report information on all of the nonfiduciary activities of the primary government and its component 
units.  For the most part, the effect of interfund activity has been removed from these statements.  
Governmental activities, which normally are supported by taxes and intergovernmental revenues, are reported 
separately from business-type activities, which rely to a significant extent on fees and charges for support.  
Likewise, the primary government is reported separately from certain legally separate component units for 
which the primary government is financially accountable. 

 
 The statement of activities demonstrates the degree to which the direct expenses of a given function or 

segment are offset by program revenues.  Direct expenses are those that are clearly identifiable with a specific 
function or segment.  Program revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirement of a particular function or 
segment.  Taxes and other items not properly included among program revenues are reported instead as 
general revenues. 

 
 Separate financial statements are provided for governmental funds and proprietary funds.  Major individual 

governmental funds and major individual enterprise funds are reported as separate columns in the fund 
financial statements. 

 
 3. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
 The government-wide financial statements are reported using the economic resources measurement focus and 

the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.  Revenues 
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows.  Property taxes are recognized as revenues in the year for which they are levied.  Grants 
and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider 
have been met. 

 
 Governmental fund financial statements are reported using the current financial resources measurement focus 

and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both measurable 
and available.  Revenues are considered to be available when they are collectible within the current period or 
soon enough thereafter to pay liabilities of the current period.  For this purpose, the government considers 
revenues to be available if they are collected within 60 days of the end of the current fiscal period.  
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  However, debt 
service expenditures, as well as expenditures related to compensated absences and claims and judgments, are 
recorded only when payment is due. 

 
 Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all 

considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal period.  
All other revenue items are considered to be measurable and available only when cash is received by the 
government. 
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NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued 
 
 3. Measurement Focus, Basis of Accounting and Financial Statement Presentation—Continued 
 
 The Village reports the following major governmental funds: 
 
  The General Fund is the government's primary operating fund.  It accounts for all financial 

resources of the general government, except those required to be accounted for in another fund. 
 
  The Major Streets Fund is used to account for gas and weight tax allocations to the Village by the 

Michigan Department of Transportation for construction and maintenance of the Village's major 
streets. 

 
 The Village reports the following two major proprietary funds: 
 
  The Sewer Fund operates the Village's sewage pumping station and collection systems. 
 
  The Water Fund operates the Village's water distribution system. 
 
 Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally 

are followed in both the government-wide and proprietary fund financial statements to the extent that those 
standards do not conflict with or contradict guidance of the Government Accounting Standards Board.  
Governments also have the option of following subsequent private-sector guidance for their business-type 
activities and enterprise funds, subject to this same limitation.  The Village has elected not to follow 
subsequent private-sector guidance. 

 
 As a general rule the effect of interfund activity has been eliminated from the government-wide financial 

statements.  Exceptions to this general rule are payments-in-lieu of taxes and other charges between the 
Village's water and sewer function and various other functions of the government.  Elimination of these 
charges would distort the direct costs and program revenues reported for the various functions concerned. 

 
 Amounts reported as program revenues include 1) charges to customers or applicants for goods, services or 

privileges provided, 2) operating grants and contributions and 3) capital grants and contributions, including 
special assessments.  Internally dedicated resources are reported as general revenues rather than as program 
revenues.  Likewise, general revenues include all taxes. 

 
 Proprietary funds distinguish operating revenues and expenses from nonoperating items.  Operating revenues 

and expenses generally result from providing services and producing and delivering goods in connection with 
a proprietary fund's principal ongoing operations.  The principal operating revenues are charges to customers 
for sales and services.  The enterprise funds also recognize as operating revenue the portion of tap fees 
intended to recover the cost of connecting new customers to the system.  Operating expenses for proprietary 
funds include the cost of sales and services, administrative expenses and depreciation on capital assets.  All 
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses. 

 
 When both restricted and unrestricted resources are available for use, it is the Village's policy to use restricted 

resources first, then unrestricted resources as they are needed. 
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NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued 
 
 4. Assets, Liabilities and Net Assets or Equity 
 
  a. Deposits and Investments 
 
  The Village's cash and cash equivalents are considered to be cash on hand, demand deposits and short-

term investments with original maturities of three months or less from the date of acquisition. 
 
  The Village has adopted an investment policy in compliance with State of Michigan statutes.  Those 

statutes authorize the Village to invest in obligations of the United States, certificates of deposit, prime 
commercial paper, securities guaranteed by United States agencies or instrumentalities, United States 
government or federal agency obligation repurchase agreements, bankers acceptances, state-approved 
investment pools and certain mutual funds. 

 
  The component units' cash and investments are maintained within the Village's investment pool.  All 

investments are stated at fair value. 
 
  b. Receivables and Payables 
 
  Activity between funds that are representative of lending/borrowing arrangements outstanding at the end 

of the fiscal year are referred to as either "due to/from other funds" (i.e., the current portion of interfund 
loans) or "advances to/from other funds" (i.e., the non-current portion of interfund loans).  All other 
outstanding balances between funds are reported as "due to/from other funds".  Any residual balances 
outstanding between the governmental activities and business-type activities are reported in the 
government-wide financial statements as "internal balances". 

 
  Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve 

account in applicable governmental funds to indicate that they are not available for appropriation and are 
not expendable available financial resources. 

 
  All trade and property tax receivables are shown net of allowance for uncollectibles. 
 
  The county processes property taxes.  The Village does not collect taxes for any other taxing unit.  Taxes 

are levied on each July 1 on the taxable valuation of property (as defined by state statutes) located in the 
Local Governmental Unit as of the preceding December 31.  Uncollectible real property taxes as of the 
following March 1 are turned over by the Village to the County for collection.  The County advances the 
Village all these delinquent real property taxes.  The delinquent personal property taxes remain the 
responsibility of the Village.  The Village recognizes all available revenue from the current tax levy.  
Available means collected within the current period or expected to be collected soon enough thereafter to 
be used to pay liabilities of the current period (60 days). 

 
  The 2004 state taxable value for real/personal property of the Village totaled approximately $23,386,000 

of which approximately $79,600 was captured by the component unit.  The ad valorem taxes levied 
consisted of 8.2764 mills for the Village's operating purposes.  These amounts are recognized in the 
respective General Fund and component unit. 
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NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued 
 
 4. Assets, Liabilities and Net Assets or Equity—Continued 
 
  c. Capital Assets 
 
  Capital assets, which include property, plant, equipment and infrastructure assets (e.g., roads, bridges, 

sidewalks and similar items), are reported in the applicable governmental or business-type activities 
columns in the government-wide financial statements.  Capital assets are defined by the government as 
assets with an initial, individual cost of more than $5,000 and an estimated useful life in excess of two 
years.  Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.  
Donated capital assets are recorded at estimated fair market value at the date of donation. 

 
  The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 

assets lives are not capitalized. 
 
  Major outlays for capital assets and improvements are capitalized as projects are constructed.  Interest 

incurred during the construction phase of capital assets of business-type activities is included as part of 
the capitalized value of the assets constructed. 

 
  Property, plant and equipment of the primary government, as well as the component unit, is depreciated 

using the straight-line method over the following estimated useful lives: 
 
    Assets Years 

   Buildings and improvements 25-40 
   Plant and systems 30-50 
   Infrastructure 20 
   Land improvements 20 
   Equipment  5-20 
 
  d. Long-Term Obligations 
 
  In the government-wide financial statements and proprietary fund types in the fund financial statements, 

long-term debt and other long-term obligations are reported as liabilities in the applicable governmental 
activities, business-type activities or proprietary fund type statement of net assets.  Bond premiums and 
discounts  as well as issuance costs, are deferred and amortized over the life of the bonds using the 
effective interest method.  Bonds payable are reported net of the applicable bond premium or discount.  
Bond issuance costs are reported as deferred charges and amortized over the term of the related debt. 

 
  In the fund financial statements, governmental fund types recognize bond premiums and discounts, as 

well as bond issuance costs, during the current period.  The face amount of debt issued is reported as 
other financing sources.  Premiums received on debt issuances are reported as other financing sources 
while discounts on debt issuances are reported as other financing uses.  Issuance costs, whether or not 
withheld from the actual debt proceeds received, are reported as debt service expenditures. 
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NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued 
 
 4. Assets, Liabilities and Net Assets or Equity—Continued 
 
  e. Fund Equity 
 
  In the fund financial statements, governmental funds report reservations of fund balance for amounts 

that are not available for appropriation or are legally restricted by outside parties for use for a specific 
purpose.  Designations of fund balance represent tentative management plans that are subject to 
change. 

 
  f. Use of Estimates 
 
  The preparation of financial statements in conformity with generally accepted accounting principles 

requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures. 

 
 
NOTE B—STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
 1. Budgetary Information 
 
 Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all 

governmental funds.  All annual appropriations lapse at fiscal year end. 
 
 The Village follows these procedures in establishing the budgetary information provided in the financial 

statements: 

  a. Prior to November 1, the Village Clerk submits to the Village Council a proposed 
operating budget for the fiscal year commencing the following January 1.  The 
operating budget includes proposed expenditures and the means of financing them. 

  b. Public hearings are conducted at the Village Hall to obtain taxpayer comments. 

  c. Prior to January 1, the budget is legally enacted through passage of a resolution. 

  d. Supplemental appropriations, when required to provide for additional expenditures, 
are matched by additional anticipated revenues or an appropriation of available fund 
balance and must be approved by the Village Council.  All appropriations lapse at 
year end. 

 
 The appropriated budget is prepared by fund, function and department.  The Village's department heads 

may make transfers of appropriations within a department.  Transfers of appropriations between 
departments require the approval of the Village Council.  The legal level of budgetary control is the 
department level for the General Fund and the fund level for all other governmental funds. 
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NOTE B—STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY—Continued 
 
 2. Excess of Expenditures Over Appropriations 
 
 For the year ended December 31, 2004, expenditures exceeded appropriations for police and fire 

protection by $6,872 and for capital outlay by $54,201 in the General Fund.  Total expenditures also 
exceeded appropriations in the Major Streets Fund by $6,679.  These overexpenditures were funded by 
available fund balance. 

 
 
NOTE C—DEPOSITS AND INVESTMENTS 
 
 1. Deposits 
 
 The Village’s deposits are categorized to give an indication of the level of risk assumed by the entity at year 

end.  Category 1 includes deposits insured or collateralized with securities held by the entity or its agent in the 
entity’s name.  Category 2 includes deposits collateralized with securities held by the pledging financial 
institutions’ trust department or agent in the entity’s name.  Category 3 includes deposits which are 
uncollateralized. 

 
 As of December 31, 2004, the Village’s and component units’ carrying amount of deposits was $723,497, and 

the bank balance was $725,288.  Of the bank balance, $197,002 was covered by federal depository insurance.  
The remaining $528,286 was uninsured and uncollateralized. 

 
 2. Investments 
 
 As of December 31, 2004, the Village's and component units' investments represented holdings in investment 

pools and mutual funds.  During the year ended December 31, 2004, the Village's investments were only in 
these types of investments.   

 
 The Village's investments are categorized below to give an indication of the level of risk assumed by the 

entity at year end.  Category 1 includes investments that are insured or registered, or the securities held by the 
Village or its agent in the Village's name.  Category 2 includes uninsured and unregistered investments for 
which the securities are held by the counterparty's trust department or agent in the Village's name.  Category 3 
includes uninsured and unregistered investments for which the securities are held by the counterparty, or by 
its trust department or agent but not in the Village's name.  The state-approved investment pools are not 
categorized as they are synonymous with mutual funds.  As of December 31, 2004, the Village’s fair value in 
those pools and mutual funds were $28,455. 
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NOTE D—CAPITAL ASSETS 
 
 Capital asset activity for the year ended December 31, 2004 was as follows: 

 Balance   Balance 
 January 1,   December 31, 
    2004    Additions Deductions    2004        
 Governmental activities: 
  Capital assets, not being depreciated: 
   Land $ 15,000 $ - $ - $ 15,000 

  Capital assets, being depreciated: 
   Infrastructure  813,767  -  -  813,767 
   Land improvements  13,802  12,925  -  26,727 
   Buildings and other improvements  153,110  -  -  153,110 
   Furniture and equipment  106,202  71,276  57,538  119,940 
   Vehicles    70,643    -    -    70,643 

  Total capital assets, being depreciated  1,157,524    84,201    57,538    1,184,187 

  Less accumulated depreciation for: 
   Infrastructure  265,374  40,688  -  306,062 
   Land improvements  2,760  798  -  3,558 
   Buildings and other improvements  108,277  2,889  -  111,166 
   Furniture and equipment  43,837  5,698  30,173  19,362 
   Vehicles    44,839    8,741    -    53,580 

  Total accumulated depreciation    465,087    58,814    30,173    493,728 

  Total capital assets, being depreciated, net    692,437    25,387    27,365    690,459 

  Capital assets, net $ 707,437 $ 25,387 $ 27,365 $ 705,459 

 Business-type activities: 
  Capital assets, not being depreciated: 
   Land $ 32,963 $ - $ - $ 32,963 

  Capital assets, being depreciated: 
   Machinery and equipment  42,054  -  9,970  32,084 
   Plants and infrastructure    1,679,647    -    12,771    1,666,876 

  Total capital assets, being depreciated  1,721,701  -  22,741  1,698,960 

  Less accumulated depreciation for: 
   Machinery and equipment  11,842  3,208  9,970  5,080 
   Plants and infrastructure    745,660    36,895    11,614    770,941 

  Total accumulated depreciation    757,502    40,103    21,584    776,021 

  Total capital assets, being depreciated, net    964,199    (40,103)    1,157    922,939 

  Capital assets, net $ 997,162 $ (40,103) $ 1,157 $ 955,902 
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NOTE D—CAPITAL ASSETS—Continued 
    Balance 
    December 31, 
        2004        
 Government activities: 
  Depreciation 
  Depreciation expense was charged to functions as follows: 

   General government       $ 2,522 
   Public works        54,519 
   Culture and recreation          1,773 

           $ 58,814 

 Business-type activities: 
  Depreciation 
  Depreciation expense was charged to functions as follows: 

   Sewer       $ 29,837 
   Water          10,266 

           $ 40,103 
 
 
NOTE E—INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS 
 
 The composition of interfund balances, caused by normal operation, is as follows: 

 Due to/from other funds: 

 Receivable fund Payable fund  Amount  

  Sewer Fund  General Fund $ 21,753 

 Due from/to primary government and component units: 

 Receivable fund Payable fund  Amount  

  Component unit - DDA Primary government - General Fund $ 659 
 
 
NOTE F—LONG-TERM DEBT 
 
 Summary of Changes in Long-Term Liabilities 
 The following is a summary of long-term liabilities activity for the Village for the year ended December 31, 

2004. 
 Balance  Balance  
 January 1,  December 31, Due within 
  2004       Additions   Deductions    2004        one year    
 Business-type activities: 
  Revenue bonds $ 168,000 $ - $ 34,000 $ 134,000 $ 35,282 
  General obligation bonds    47,162    -    44,444    2,718    2,718 

    $ 215,162 $ - $ 78,444 $ 136,718 $ 38,000 
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NOTE F—LONG-TERM DEBT—Continued 
 
 Summary of Changes in Long-Term Liabilities—Continued 
 
    Balance 
    December 31, 
        2004        
 Business-type activities: 
  Revenue bonds: 
   $500,000 Sewage Disposal System Improvement 
    Revenue bonds of 1970 due in annual installments 
    of $19,000 to $25,000 through December 2008; 
    interest at 5% $ 94,000 
 
   $100,000 Water Revenue bonds of 1998 due in 
    annual installments of $10,000 through May 2008; 
    interest at 5.25%  40,000 
 
  General Obligation bonds: 
   Rural Economic Development Loan of 1997 with final 
    monthly payment of $2,718 due January 2005    2,718 
     $ 136,718 
 
 The general obligation bonds are backed by the full faith and credit of the Village. 
 
 The Village was in compliance in all material respects with all the revenue bond ordinances at December 31, 

2004. 
 
 Annual debt service requirements to maturity for debt outstanding as of December 31, 2004 follows: 
 
           Business-type  
  Year ending            activities    
  December 31, 2004    Principal   Interest 
 
 2005       $ 38,000 $ 6,538 
 2006        35,000  4,763 
 2007        35,000  2,988 
 2008          28,718    1,213 
 
         $ 136,718 $ 15,502 
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NOTE G—OTHER INFORMATION 
 
 1. Risk Management 
 
 The Village is exposed to various risks of loss related to torts; theft of, damage to and destruction of 

assets; errors and omissions; injuries to employees; and natural disasters.  The Village manages its 
liability and property risk by participating in Michigan Municipal Liability and Property Pool 
(MMLPP), a public entity risk pool providing property and liability coverage to its participating 
members.  The Village pays an annual premium to MMLPP for its insurance coverage.  The MMLPP 
is self-sustaining through member premiums and provides, subject to certain deductibles, occurrence-
based casualty coverage for each incident and occurrence based property coverage to its members by 
internally assuring certain risks and reinsuring risks through commercial companies.  Various 
deductibles are maintained to place the responsibility for small charges with the insured.  Settled 
claims resulting from these risks have not exceeded insurance coverage in any of the past three fiscal 
years. 

 
 The Village manages its workers' compensation risk by participating in the Michigan Municipal 

Workers' Compensation Self-Insurance Fund (MMWCSIF), a public entity risk pool providing 
workers' compensation coverage to its participating members.  The Village pays an annual premium 
to MMWCSIF for its workers' compensation coverage.  The MMWCSIF is self-sustaining through 
member premiums and provides statutory workers' compensation coverage to its members by 
internally assuring certain risks and reinsuring risks through commercial companies.  Settled claims 
resulting from these risks have not exceeded insurance coverage in any of the past three fiscal years. 

 
 The Village carries commercial insurance for employee health and accident insurance.  Settled claims 

resulting from these risks have not exceeded commercial insurance coverage in any of the past three 
fiscal years. 

 
 2. Contingent Liabilities 
 
 Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor 

agencies, principally the federal and state government.  Any disallowed claims, including amounts 
already collected, may constitute a liability to the applicable funds.  The amount, if any, of 
expenditures that may be disallowed by the grantor cannot be determined at this time, although the 
Village expects such amounts, if any, to be immaterial. 

 
 The Village is a defendant in various lawsuits.  Although the outcome of these lawsuits is not 

presently determinable, in the opinion of the Village's counsel the resolution of these matters will not 
have a material adverse effect on the financial condition of the Village. 
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NOTE H—EMPLOYEE RETIREMENT SYSTEMS AND PENSION PLANS 
 
 1. Pension Plan 
 
 Plan Description.  The Village is in an agent multiple-employer defined benefit pension plan with the 

Municipal Employees Retirement System (MERS).  The Plan provides retirement and disability 
benefits, annual cost-of-living adjustments, and death benefits to Plan members and beneficiaries.  
Act No. 427 of the Public Acts of 1984 of the State of Michigan assigns the authority to establish and 
amend the benefit provisions of the plans that participate in MERS to the respective employer 
entities; that authority rests with the Village.  A copy of the complete financial report and required 
supplemental information can be obtained by writing to: 

 
  Village of Ravenna 
  12090 Crockery Creek Drive 
  Ravenna, MI  49451 
 
 Funding Policy.  Village employees are required to contribute 3 to 5 percent to the Plan depending on 

employee contract.  The Village is required to contribute at an actuarially-determined rate of 5.58 
percent of covered wages.  

 
 Annual Pension Cost.  For the year ended December 31, 2004, the Village’s annual pension cost was 

approximately $8,500 which the Village contributed.  The required contribution was determined as 
part of the December 31, 2003 actuarial valuation using the entry age actuarial cost method.  The 
actuarial assumptions included (a) 8 percent investment rate of return (net of administrative 
expenses), (b) projected salary increases ranging from 0 percent to 4.5 percent, and (c) 4.5 percent per 
year compounded annually attributable to inflation.  The actuarial value of plan assets was determined 
using techniques that smooth the effects of short-term volatility in the market value of investments 
over a five-year period. 

Three-Year Trend Information 

     Approximate 
  Year ending  Annual Pension Percent of APC Net Pension 
 December 31    Cost (APC)      contributed      Obligation   

 2002 $7,000 100% $   - 
 2003 5,900 100 - 
 2004 8,500 100 - 

 
REQUIRED SUPPLEMENTARY INFORMATION 

Schedule of Funding Progress 

 Actuarial Actuarial Actuarial Accrued Unfunded   UAAL as a 
valuation value of Liability (AAL) AAL Funded Covered percentage of  

     date       assets        Entry Age       (UAAL)    ratio    payroll  covered payroll 

 12/31/01 $186,523 $151,297 $35,226 81% $ 35,226 21% 
 12/31/02 211,859 167,167 44,692 79 44,692 38 
 12/31/03 237,542 190,274 47,268 80 47,268 38 
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NOTE H—EMPLOYEE RETIREMENT SYSTEMS AND PENSION PLANS—Continued 
 
 2. Deferred Compensation Plan 
 
 The Village offers its employees a deferred compensation plan created in accordance with Internal Revenue 

Code Section 457.  The Plan, available to all full-time Village employees at their option, permits participants 
to defer a portion of their salary until future years.  The deferred compensation is not available to participants 
until termination, retirement, death, or unforeseeable emergency. 

 
 The Plan has created a trust for the exclusive benefit of the Plan's participants and beneficiaries under rules 

provided in Internal Revenue Code Section 401(f). 
 
 
NOTE I—ECONOMIC DEPENDENCY 
 
 State of Michigan shared revenues represent 23 percent of General Fund revenues. 
 
 



 

 

REQUIRED SUPPLEMENTAL INFORMATION
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL 
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

 
May 12, 2005 
 
 
Village Council 
Village of Ravenna 
Ravenna, Michigan 
 
 
We have audited the financial statements of the government activities, each major fund, and the aggregate 
remaining fund information of the Village of Ravenna, as of and for the year ended December 31, 2004, which 
collectively comprise the Village of Ravenna’s basic financial statements and have issued our report thereon dated 
May 12, 2005.  We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States. 
 
Compliance 
As part of obtaining reasonable assurance about whether the Village of Ravenna’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts.  However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion.  The results of our tests disclosed no 
instances of noncompliance that are required to be reported under Government Auditing Standards. 
 
Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the Village of Ravenna’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not to provide assurance on the internal control over financial reporting.  Our consideration of the 
internal control over financial reporting would not necessarily disclose all matters in the internal control over 
financial reporting that might be material weakness.  A material weakness is a condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low level the risk that 
misstatements in amounts that would be material in relation to the financial statements being audited may occur 
and not be detected within a timely period by employees in the normal course of performing their assigned 
functions.  We noted no matters involving the internal control over financial reporting and its operation that we 
consider to be material weaknesses. 
 
This report is intended solely for the information of the audit committee, management, and federal awarding 
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these 
specified parties. 
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May 12, 2005 
 
 
 
Village Council 
Village of Ravenna 
Ravenna, Michigan 
 
 
In planning and performing our audit of the financial statements of the Village of Ravenna for 
the year ended December 31, 2004, we considered its internal control in order to determine our 
auditing procedures for the purpose of expressing our opinion on the financial statements and not 
to provide assurance on the internal control.  However, we noted certain matters involving 
internal control and its operation that we consider to be reportable conditions under standards 
established by the American Institute of Certified Public Accountants.  Reportable conditions 
involve matters coming to our attention relating to significant deficiencies in the design or 
operation of the internal control that, in our judgment, could adversely affect the Village of 
Ravenna’s ability to initiate, record, process and report financial data consistent with the 
assertions of management in the financial statements.  We have attached a summary of such 
reportable conditions. 
 
A material weakness is a reportable condition in which the design or operation of one or more of 
the internal control components does not reduce to a relatively low level the risk that errors or 
fraud in amounts that would be material in relation to the financial statements being audited may 
occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. 
 
Our consideration of internal control would not necessarily disclose all matters in internal control 
that might be reportable conditions and, accordingly, would not necessarily disclose all 
reportable conditions that are also considered to be material weaknesses as defined above.  
However, none of the reportable conditions described above is believed to be a material 
weakness. 
 
This report is intended solely for the information of the Village Council, management, and 
federal awarding agencies and pass-through entities and is not intended to be and should not be 
used by anyone other than these specified parties. 
 



 

 

REPORTABLE CONDITIONS 
 
 
 

Cash 
Recommendation 1: Bank reconciliations for the savings account should be prepared on a 

timely basis. 
 
During our audit, we noted that bank reconciliations for the checking account were timely 
prepared.  However, bank reconciliations for the savings account were not prepared on a timely 
basis.  The data required for the recording of certain cash transactions, which would have been 
identified during the year by the application of standard bank reconciliation procedures, were not 
identified until year end when such reconciliation procedures were eventually performed. 
 
Bank reconciliations serve as a control procedure to determine that general ledger cash account 
activity is in agreement with bank statement activity for the same period.  The timely 
performance of effective bank reconciliation procedures would ensure the timely detection of 
errors committed by bank and/or accounting personnel in the recording and reporting of cash 
transactions. 
 
 
 
Recommendation 2: Only Village bank accounts should utilize the Village's federal 

identification number. 
 
During our audit, we noted an organization associated with the Village community, Concert 
Series, has been using the Village's federal identification number on its bank account. 
 
Since the Village has no oversight responsibilities over this organization or this bank account, it 
may be in the best interest of the Village to advise the bank and Concert Series that the Village's 
federal identification is restricted to the Village's use. 
 
 
 
Payroll 
Recommendation 3: Employee submitted time sheets should have documented approval. 
 
During our review of procedures surrounding the payroll function, we noted that employee 
submitted timesheets are reviewed but do not have approval documented thereon. 
 
The documentation of timesheet approval would provide support that such timesheets received 
appropriate review and approval. 
 



 

 

REPORTABLE CONDITIONS—CONTINUED 
 
 
 
Payroll—Continued 
Recommendation 4: Personnel files should maintain current salary and wage rate 

documentation. 
 
During our detailed tests of transactions, we noted instances in which documentation on current 
salary and wage rates were not maintained in personnel files. 
 
The maintenance of documentation for current salary and wage rates in personnel files would 
ensure that appropriate documents are readily available to support the compensation rate 
component of payroll transactions. 
 
 
 
Recommendation 5: The employer portion of FICA expense should be allocated among the 

various departments and funds. 
 
During our detailed tests of account balances, we noted that FICA expense was initially 
commingled with payroll expenses in the General Fund.  At year end, an analysis and associated 
adjusting journal entries to allocate FICA expense for the year among the various departments 
and funds were required. 
 
The allocation and recording of FICA expense among the various departments and funds with 
each payroll would provide more accurate monthly financials and would eliminate the 
requirement of an analysis and adjustment of FICA expense transactions during the year end 
closing process. 




